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aft yrfpH* % 

k fcwfl, 21 1997 

TteTTtfr-20012/29/97-Tft. k.—QlW 3cMl eft k JRR f^TUfTTR <ft cfc 

Rwnft Ar jirr ufftfft, IS kt fkfnlftkf rt artnffcT k frfcft stpr 
rtrrt, rrirr 3iRft fftHi* 16 fkw, 1977 k ierr 

k-20028/3/77-ftkftkt (rs 11) k atTTrfrr 3TRflkkT fkm rut tRfaft 

RTTeT IRRRT, $R RT'ffcR M RRIRR ^ITT rR RRIcf R7ft«T 

ufflfcl 1984 4ft ra^HiiT k 3ii?m rt 3TRft R,Hfa> 23 37RR, 1986 %> sr^rr 
rrot ftt-20012/48/84-ftkft k rr TlftUR fkrrr rut i RftkR wtO k 

3Rftft RfcUfTTR R4RRRT k 3ff£fTT RT ftR ftRTT^TfWf, Rmuh kufkft 

3k ft ftfttjfk ft Rift k ak <ftft rt 12% urr 

RfftcTTH fftTT iRTeTT ft I fftft ft »ft fTRTci Rfil RR RT 

3imrfkr k, fftk 3tHkkr Tnftlft ftr k 4ft ft jfrtrt 

kRfftrrf eft rrtrr rtttr 3k 15% rjrr Rfftrw fftrr rtttt k i 

2. RTTd TITRRT, k^fftw 3k Rlftft ft RRTRR ft 31Rft fftft 18 
RRRfft 1995 k aflft RVOT ft 20029/21 /94-fttkt k 3lclft ft ftn k 
yftv k fft aiRyuR ftfftrd Rftft sk R?ft ft rt ^rft kef 
ffrwfftft kft k fft cR 3ul ?T k RT?1(5"R RR?/t TI ft ft (ft <t> Rftdl uR 
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im ^q) hctf fkar ur, fikkf flkf ak fkk ak[ k fksFrm 

Wf ftfiw ak fkMTf^ siiRm it 1 'm' tjf $ ^iifka 

3JfD-f^triTUT oUSRTUT kf 7*F k FT^T it WTTLd <FTk 3k TJR f^JR 

SXI^fUr FF 3flH kf f^fiM f>5l kf *ft I TTWTT k 1.9.97 kr 'm' 
t^f kt fifrFfkkr k aiftm ft k 'guiff kf ^ara FFk k ^ttt 

Frrrfkd jjFq-fku 1 k>T oirtut kf otr ^ cpt fkku Rror m i 

3. HTTcT TfWTT, k^fUkW ak FTflrfa kff k 3TFk f^Ffo 25 

qF, 1996 k akU Ttetrr iff-20029/21/95-kkft k am^fcT FFidfd J^- 

f^utrur otr^f ut kr tftff f^D fRt kr t^uf^r it TtTFFT k 

RHkd TcT^f FT Rf>Vd flikff k7 dlc*t $HTd kt uiR <t>R k RfF 

RP f^TO dfl'FTkf kT Jft fFgfkr kt tft I f^ps^f d+kl'kf ^r 

aTRft fkfr£ yrga fr t, ^ trfft k fttt fRFrmftF tft i ^ fkkR 

it <rcti|sj£f £i\ £ ^Tuffr f^ruffm offtut aiFFR ak 

F?F fDd 2JFTJ f^triTR oTTFFFT kT TOTPR PJ f^F Flk k TttfU it TftfTT- 
FTgrcR ak 3FFT<*“^P ^ff RUT 3RT2 fcrfikF kk FT FeR fR ?TTk 
FHTF cRT 3^H3 fkUT TIFT £ I 

4 . with mpn ^r ra^TN^i H^-fl k] kt RtfFfkRr kr iotf it ttRt |f 

FFrfftd srraFUr kt ftRT it wthr ak aft^m at4 aURx 

2001-02 k Of tItrrt k ®g^rk H fkki pi f^ai f i srrkT 

mir ^ : 

-p. 1998-99 i\ am ^f ar^u-I it f^F tif s*dt k argFTT fWi it 

k^iraud kif iY wtRtr jjFR-f^wfTR olffut kt wthri ptr i . 

F5(cvjff 3FFT^kf k f^F dlJId uWT ^1 fcf&T uTTcfT 

^ 3k telW 3Rf(tf k dkdd ffR k FTFcTpcf^ 3UUTH k mfVd 

ikicf fYhft!fh jjfd k ^-ulR h ^ ^f yfrUid ^nr 

^JTcTR ^F FTW^ dTr ^ k* 3cMlcrkf kl FFFI JJFD 

afamrjfta raff ^tot ^ttfttt i 

tt. Rift (RudR ak ^ fkriTRfWf k f^tF wRunw kt 

FWlFft TWTITJ kr RTFlk t 3k fkTTTTFff ^TT FcTT FT ^ff^TPT 
TcFlkt “PT 3JFCJ R[lltR afUTH TWRHT kf ^fT 3T3JTR kf3TT, #k^ 
RURd 3FFTkf 3TUf^ F7T Fff, FFFFkl, FFkalf, FRifkft ak 
Fcflw k (k+iUdfr ^TT 2JFD FjfiTR 3Id1D k d,kl<H ROJHId 

fkrirrdfkcff k Rif 'TwrakFR 3 irtr twrftt‘ ft fkrn fkF 

Fnkk, niM^dfRlT s*TTL.iOft 3 RD 3cFTS[ FTuTTT affUlffH J^rff FT 

M FTlkk l 

q. 3512 Of^tRfqrf 3 cFTf<> k 3 FHkrrr jjfr ^tftr sjFirt kf ak 3 I?jttt 
fkF Idlkk, FFFTTS^ ^T JJFIJ »feTTUI-FTR FrfT TW dc + IH FHTF k 
affTTR UfflHdl 3JFq-RlriTUT k FT RDF fkUT umFTT ^IT 3 FF 

^sn 3 cFTkf aufcf Ud^flUl, F^tw, Fnk 3 ?i ak fffh k Jj^q 

FTWF^ tS] 3TOTH TWRcTT k fl#id kf ak 3T37TTT fkF Rkk #T 





[MFT W3SP*ffl] 


!^5T : 5TOI^K°1 


3 


ft^r, ^ur, vWi ak vttvwwtt w jjsrj- 
ratjfojT Ribt u iJfH tv f^crr uuvjii i 

-$. arqfft tv muUi <tjthjt 18,200 Tvtf ymv ^ ^ ^ 

vtel tft iffitoi itrr qf^ntuv ^ f?te f^ur gttvjtt, «sft“ xrxrrTT ^ttt 
cfa vt SITft f^V*G[T^ % $, 3^TH $3 3k 

^tftor 3ctn^ tv jjtxj rw w Trf^rf^r ?txt vfi ^ p*ttfh 

TlffcTOt k T1TU Run f^TJT wflVJII I 

q. arafft k ^trR (raft 3k fs $£vtite), vduflvn 

Vcf)W, XWTT 3k <7WTT3t ^ affafttd TTtff ^^Vf^qTT 3rCn^f tv 
afffxjTcT 3k f^xrfrT RUspnifd tv f^rr gttv7tt, ck^v xkpr 3k f^ufr 
fkmrvfWf ^r difdf3* qxjUdi MietffftJi kif^ k atdjfv 
f5 V Xfkftwr 3k amr?r ar^fa sft Gnwft i 

F, 3k 3rMl^t~qi Vr <tJT if rPfcwVfcf f^HT 

idIVJIT I 


gi 3ftd Wftrzp xtx«nj £tx tvt £ tvt 2000 Tvf? Fcrv 3> fkkr xrffccT 
fkPTTvfkrt % t- grrf ilrd 3k ymm qx uwtt, v*wu£t dir vtfvtfi 
3fir Mf m gd ttPff % fdv f^quR arfftrnff W m3 wttv jjt rfn 
3^m\ 3k TftTRR ^TTT Slf^T M ^t W <t PH J 

raraud XTV T*^f rfcT TV arMIAd TV^T qx sfftR if fkkfT T^ 

T^rqr f^rr Gnym- i 

$1. T^ cTcT k frspjf k f^V HTJTFf-GWT ^ VrftXT fifrjT GfTHT fr 3k ^ 
<jTXffrx xt^fDxr srtf 3 k arjjxxf sWf i 


z. ^xerxff W t^ arqfS qx m^r-XMuenudi xrawkftu % 
jqtxw ^ Tjft nfl ufipjft dk: 


z. ^r^+ikx to k f^yi+Hi^ ak q^ckr ak qt^tfqufrJw ^ 
fWnft ^xif % f^q v^.RUH'P <st^ ^ FUTq^rr i 


i ?Tfif jl^vrrSd fMg 1.4.1998 % ^ if W^l Ftif 3k m3 3iW cW 

d I *1 l E»il I 


3I^T 




9T^n f^XJT ufTrlT £ f^ <FTT Xtwq qfrf XT»ft 7Tinj XTXVfff/Tta XT3XI 4kf 
v«4lldll ^WXTHT 3k XTtnj XTHT XTt^lHU 3k HTXrf WR ^ Xt4fDTT 
j^nrxff 3k ftHnff ^r itaft gitv i 


XXK aff^TT tft f^TJT uTTcTT ^ f% m XfaFTJ 3UT G TI d^l^l k fpftx HTXH 

k xi'Gfq^ 3 q^if^d f^xrr gw i 
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tj^kY 

snpta-i 

feraRTi 


hTto 

afTTTVT sertjt 
trf-1 (1998-1999) 


4 T>rf 


% ^ if fjiKTFT I 

(it) spirt differ % 4 ttt Rrcfsrcr Tit ^ ^ 'srqrct 1 

(iu) % I^tc: fteTTm TTtTTTTTT f^r-qf^T 
■3fqKt % ffip Rw pi T^fDrfff ^r wpft 1 

1 iv) ‘st4TgP?i f«Fnf tin% -qM -^nrc; i 

(v) TjfcsHiffiri 

(vi) 1|>T qft •34<H'f*ini 

(vii) 

(viii) q^Rlf R’ TjfS RRIRTT 

(■'ft. it, TP-) 

•qiR’ft it (-stoj) 1 

(ix) tft sftr apq sfe?- .ft^ffrsri 

(x) ^ -5RT I 

q«f-2(1999-2000) 

(i) ^fl44-TT 'HTt HlftlT qft sftRT % qq ft -sfTWf ft?T % 
3<Niq*fft tjrT ffTffFT I 

ftrftftFT (ftt. A -q^t.) " 

TTFTfttftt (ftfcrj) I 

(iii) R$T sfft 3TR TO RWRa I 

(iv) q^T ^Kf| , 4i< u i I 

q*f-3 (2000-2001) 

(i) fttTFRN MTCT^ffVtTTT qft MTfftl qft sftwT qv«t 

tlcil % <Sr-tiv*iT qtt ^j'lnn I 

(ii) 

(iii) f-rnR-fftan -Bffr ft 
ftftRn (ftt. it, i^r,) 1 
TT^fttit (fttrj) I 

(iv) virer gpg 3T5T-ftqi«(ftq | 


75 yRivifl 

TpnqrT, T*n??? it, ftftrfftr q, $ sfrnTrrfttit 1 

qifaFT fWI$-fM it WftfftTi SIPM pqgw 

ft'«rrRfti it ftfftp 7FnRtf3RT strip tr^tr itif 1 

ftw, qfVTH urth fsrgftnr ftrrfftRiw i 

sj>s (TTiiH jji-5 sf)r jj>s ) tpr it u*r, 17 if trip, tpr T^i 

sfft TT? it qit ite ®fiT TTftt ftsftfFRH % STRIP/P-Rfal 

PIT i)ft)*1l?1l$fti/l8 I 

%ps it wra qrr PpiftfiRT sfft iftpp tt^tt fTafl %tt qft 
R'-M^pRftt it twtRri tjuiRtoT i sRTFtfi strut it 

STfftn 1 

ww pfti ft 1 

qcfaH retri -Riie urn 30 Tfimn 1 

W it ^*TT% qiit Pfilit ®FT 33 HftWP I 

33 Yfftw 7 PTR TTR ft YPT ti*TT ’PTq’TT I 

qpft % %q TtRfR t^fr w{l?TT ^ RTTT #11 sfR TRE mm 

tRt' sin w 1 

77.5 Trirmn 1 

TjTSfT ^ % 3R TRT PqitfTTr TOT RT^ ®fiT 30 nRlVIfl I 
33 3fft7TCT ®T?I sfR W ^TTq I 

33 yRnflfl 3RFT W ^ TRT %PT ^iqOI I 
’Jiifl TOT 'Jiiq I 

so Ffirmr 1 

siRTrif sfR ®fRrt RmfRT 1 

% sRwr R' TrqitftrfT Rsm -cen?z ^tiPra ^r 20 i 

3TRRT UHH(TI*f 15 yRlVIfl 77RTRT'9^n%%%q ‘TihflT 

R' 3T*J^T TRFil'JH I 

q«niMi tifVi^l ®Ft <3*111 TT ^ him f^RT "STI'q I 
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MRTT TTSPTaf : 

*rf-4 (2001-2002) 

(i) ^*ie-i 3 hi% % Trftm%S2.5 mRi^ui i 

4" sji’S ^rHi^ohf ^j'lClll I 

(ii) PinRiRan ^ ^ 3TFTO THHHfll 4’ 33.33 4?R W % faq 

( T ft. 'St, 'Q^T.) I ^t^RTf 4 TFTPfrJH I 

2002 4 3TFt Tjnf farfr^pij 

% TmiWk ^TJTE 4 WT % aft, it 4t 1^, 1^ 4 4t 

(■^I) TlfsTOt TTCfT ^t-TOT5T % 44 4 3TT^if TT TO 
Trf^T^T ^iT 3<CK u I I 

MINISTRY OF PETROLEUM & NATURAL GAS 
RESOLUTION 

New Delhi, the 21st November, 1997 

NO. P-20012/29/97-PP — The existing system of pricing of petroleum 
products is based on the recommendations of Oil Prices Committee, 1976 as 
approved by the Government of India, Ministry of Petroleum vide its Resolution 
No P-20028/3/77-PPD (Vol II) dated December 16, 1977 and as amended by the 
Government of India, Ministry of Petroleum and Natural Gas vide order No P- 
20012/48/84-PP dated October 23, 1986 based on the recommendations of the 
Oil Cost Review Committee, 1984. Under the present system, Oil refineries, 
marketing companies and pipelines are compensated based on the retention 
concept and are allowed a return of 12% post tax on net worth. The price of 
indigenous crude oil is also based on cost plus formula wherein the PSU Oil 
producing companies are allowed operating cost and 15% post tax return on 
capital employed. 

2. The Government of India, Ministry of Petroleum and Natural Gas vide its 
order No P-20029/21/94-PP dated January 18, 1995 had appointed a Strategic 
Planning Group on Restructuring of the Oil Industry (‘R’ Group) comprising of 
eminent experts from the Public Sector & Private Sector, distinguished Energy 
Experts and academicians to make recommendations to meet the policy 
objectives and initiatives required for restructuring the oil industry. The 'R' Group 
had recommended the gradual phasing out of APM and introduction of free 
marketing mechanism. The Government had decided on 1.9.97 to dismantle 
APM by introducing reforms in a phased manner based on the recommendations 
of the ‘R’ Group. 

3. The Government of India, Ministry of Petroleum and Natural Gas vide its 
order No P-20029/21/95-PP dated June 25, 1996 had also appointed an Expert 
Technical Group to examine the impact on various sectors at different levels of 
duty structure in case of dismantling of APM. The Expert Technical Group has 
submitted its report which was under examination of the Government. The report 
has dealt with phased movement to Market Determined Pricing Mechanism and 
rationalisation of Custom Tariff & Excise duty rates in respect of dismantling of 
APM along with its impact on various other sectors. 
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4. The Government of India has now decided the details of phasing of 
dismantling programme of administered pricing mechanism and the duty 
structure for the terminal year i.e. 2001-02, after taking into account the 
recommendations of Expert Technical Group. The details are given below: 

a) Dismantling of APM in the petroleum sector in phases as per sequence 
given in Annexure-I starting from 1998-99. 

b> Cost-plus formula is withdrawn for indigenous crude oil producers, the 
price receivable by oil producers will be increased to international levels 
in a phased manner by paying a pre-announced increasing percentage of 
weighted average FOB price of actual imports of crude oil during the 
transition period. 

c) The system of retention pricing is abolished for all (existing and new) 
refineries, and pricing of petroleum products at the refinery gate level will 
move towards import parity, however, Refinery Gate prices of controlled 
products viz MS, HSD, SKO, LPG and ATF will be fixed at “adjusted 
import parity” prices for the existing refineries during the transition period, 
all other products will be sold by the refineries at market driven prices. 


d) Consumer prices of major petroleum products will be moved to market 
prices, price of HSD will be fixed on the principle of import parity pricing 
upto ex-storage point level with immediate effect, and prices of other 
major products, viz. LPG, ATF, SKO and MS, will be moved towards 
principle of import parity in a phased manner and pricing of Paraffin-Wax, 
Bitumen, Naphtha, FO and LSHS will be decontrolled. 

e) The transition period will be utilised for servicing and amortising the Oil 
Bonds worth around Rs. 18,200 crores, proposed to be issued by the 
Government to the Oil- companies, the price of crude and petroleum 
products as mentioned above will be fixed by OCC with enhanced 
autonomous powers. 

f) Imports and exports of all petroleum products, except crude (slop crude 
and crude condensate), NGL, ATF, MS and HSD will be decanalised 
during the transition period, however, sourcing and import of crude will be 
allowed to joint and private sector refineries under actual user licensing 
policy. 

g) Duties on crude and petroleum products will be rationalised in a phased 
manner. 
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h) Investments in the refining sector will be encouraged by providing 
reasonable tariff protection and making marketing rights for transportation 
fuels viz MS, HSD and ATF conditional on owning and operating refineries 
with an investment of at least Rs.2000 crores or oil exploration and 
production companies producing at least three million tonnes of crude oil 
annually. 

i) Cost-plus formula for shipping of crude oil is withdrawn and the rates will 
move towards market related rates. 

j) Freight subsidy on supplies to far-flung areas will be met through the fiscal 
budget and 

k) Establishment of a regulatory framework to oversee the functioning of and 
enforcing a competitive framework in the Hydrocarbon Sector. 


5. The decisions herein contained will come into force with effect from 
1.4.1998 onwards and will remain in force until further orders. 


NIRMAL SINGH, Jt. Secy. 


ORDER 


Ordered that a copy of this Resolution be communicated to all the State 
Govemments/Union Territory Administrations, Lok Sabha and Rajya Sabha 
Secretariat and the concerned Ministries and Departments of the Government of 
India. 


Ordered also that the Resolution be published in the Gazette of India for 
general information. 


NIRMAL SINGH, Jt. Secy. 
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AN M E XUB tcl 


PHASED PROGRAMME OF REFORMS 


Particulars 

Model 

Transition Phase 

4 years 

Yearl (1998-1999) 


1) Removal of cost plus formula and 
payment to crude producers as 
percentage of weighted average FOB 
price of actual imports 

75 per cent 

11) Products to be controlled during 
transition period. 

MS, HSD, Kerosene, ATF and LPG 

iil) Withdrawal of retention margin 
concept for the refineries and refinery 
gate prices for controlled products 

Adjusted import parity prices to 
existing refineries and tariff adjusted 
import parity prices to new refineries. 

iv) Products to be decontrolled 

Naphtha, FO, LSHS. Bitumen. 
Paraffin wax 

v) Exlm Policy 

Decanalisation of imports/exports of 
all petroleum products except crude 
(slop erode and erode condensate), 
NGL, ATF, MS and HSD 

vi) Sourcing of crude 

Sourcing of crude to be liberalised 
and import to be allowed for joint 
and private sector refineries under 
actual user licence 

vii) Customs duties 

Rationalisation done in a phased 
manner 

viii) Increase in prices of : 


Kerosene (PDS) 

30 per cent of existing ex-storage 
point pice 

LPG( Domestic) 

33 per cent of subsidy passed on. 

ix) Freight and other under -recoveries 

33 per cent to be passed on, in an 
equated manner 

x) Shipping of crude oil 

Withdrawal of cost plus formula for 
shipping of crude oil and move 
towards market related rates. 
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Particulars Model 

Year 1 (1999-1000) 

1 t) Payment to erode producers as 

percentage of weighted average of 77.5 per cent 


FOB 

11) Increase in prices of : 
Kerosene (PDS) 

LPG (Domestic) 

til) Freight and other under - 

recoveries 

iv) Rationalisation of duties 

Year 3 (2000-01) 


ii) Increase in prices of: 
Kerosene (PDS) 

2002 onwards 


30 per cent of revised ex-storage 
point price at the end of year 1 

A further 33 per cent of subsidy to be 
passed on 

A further 33 per cent to be passed on, 
in an equated manner 

To continue 


80 per cent 


Deregulation of imports and pricing 


20 per cent of the revised ex-storage 
point price at the beginning of the 
year. 

Suitable adjustment in prices to 
reach subsidy level at 15% of import 
parity. 


Balance subsidy to be passed on, in 
an equated manner 


82.5% 


Suitable adjustment in prices to reach 
subsidy level at 33.33% of the import 
parity. 

Full Deregulation 

Transfer of subsidy on SKO (PDS), 
LPGfDomestic) and freight subsidy 
on supplies to far flung areas to the 
fiscal budget of the Government. 


i) Payment to crude producers as 
percentage of weighted average FOB 
price 

ii) ATF 

ill) Increase in prices of : 

Kerosene (PDS) 

LPG (Domestic) 


iv) Freight and other under -recoveries 

Year 4 (2001-2002) 

i) Payment to crude producers as 
percentage of weighted average FOB 
price 
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